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PREFACE

The Legislative Research Commission, estaldishye Article 6B of Chapter 120 of the
General Statutes, is the general purpose studypgiuthe Legislative Branch of State
Government. The Commission is cochaired by thealgreof the House of Representatives and
the President Pro Tempore of the Senate and hasadiditional members appointed from each
house of the General Assembly. Among the Commi&siduties is that of making or causing to
be made, upon the direction of the General Asseniblych studies of and investigations into
governmental agencies and institutions and mattérgublic policy as will aid the General
Assembly in performing its duties in the most eéfic and effective manner" (G.S. 120-
30.17(1)).

The Legislative Research Commission, prompteddbyms during the 1999 Session and
2000 Sessions, has undertaken studies of numeubjscts. These studies were grouped into
broad categories and each member of the Commis&srgiven responsibility for one category
of study. The Cochairs of the Legislative Resedammission, under the authority of G.S.
120-30.10(b) and (c), appointed committees comgjsif members of the General Assembly and
the public to conduct the studies. Cochairs, somfeach house of the General Assembly, were
designated for each committee.

The study of transportation finance was originalythorized by Section 27.15(c) of
Chapter 212 of the 1997 Session Laws (Regular @gs4998) and by Section 27.2(d) of
Chapter 237 of the 1999 Session Laws (Regular &8s4i999) as an independent study
commission called the Blue Ribbon Transportatiomakte Study Commission.  This
Commission was never appointed; therefore, in e df 1999, the Legislative Research
Commission created the Transportation Finance Cdw@ento study the issues that the Blue

Ribbon Transportation Finance Study Commissionavalorized to study.



The Legislative Research Commission authorizesl shudy under authority of G.S. 120-
30.17(1). The Committee was chaired by Sendtidr Gulley and Representativelson Cole.
The full membership of the Committee is listed ipp&ndix B of this report. A committee
notebook containing the committee minutes andnétirmation presented to the committee will

be filed in the Legislative Library by the end b&t1999-2000 biennium.



COMMITTEE PROCEEDINGS

September 11, 2000

The first meeting of the Legislative Research Cossion Transportation Finance
Committee following the 2000 Session of the GenAsslembly took place September 11, 2000
at 10:00 a.m. in room 10270f the Legislative Buigli

The Committee heard presentations from DOT on &vedraft TIP, on project delivery
issues, and on DOT operational improvements. Coteengtaff reported the issue of cash flow
management, and a related study being conductéteblransportation Oversight Committee.
The Committee also heard a staff presentationamsprortation financing tools and potential
topics for future meetings.

October 19, 2000

The second meeting of the Legislative Research Gesiom Transportation Finance
Committee following the 2000 Session of the Genasslembly took place October 19, 2000 at
10:00 a.m. in room 10270f the Legislative Building.

The Committee first heard a presentations on thédiht environmental streamlining
efforts of DOT and the Department of Environmerd &latural Resources, (3) the impact of
potential new federal clean air standards on theSttransportation program, (3) various DOT
management issues, (4) Federal innovative Finarappgrtunities, (4) transponders, and (5) the
regional transportation needs of the Charlotte onatea.

November 16, 2000

The third meeting of the Legislative Research Cossion Transportation Finance
Committee following the 2000 Session of the GenAsslembly took place November 16, 2000
at 10:00 a.m. in Room 10270f the Legislative Buntgi

The Committee heard a presentation from the Deaant of Transportation concerning
use of department resources more effectively. ptesentation included information on (1)
DOT's Strategic Plan for the Department, presebiedanet D’Ignazio, (2) Decentralization,
presented by David King, (3) Access managemensented by Janet D’lgnazio, (4) Trust Fund
maintenance needs, presented y Calvin LeggetDddjcated funding for transit, presented by
David King, and (5) Various innovative financingts, presented by Calvin Leggett. The
Committee also received a staff update on the gastagement study of the Joint Legislative
Transportation Oversight Committee, and draft ingdi and recommendation on transportation
needs in the State. The Committee also reviewednration on potential funding sources that it
had requested of committee staff, and began ashsmuof its proposed recommendation to the
2001 General Assembly.



December 13, 2000
Public Hearing

On December 13, the Legislative Research Commidgiansportation Finance
Committee conducted a public hearing at 7:00 panthé auditorium of the Legislative Building.

The Committee received comments from members gbdlidic on the transportation
needs of the State. A summary of the public hganay be obtained form the committee clerk,
or in the Committee notebook in the Legislativerhily.

December 14, 2000

The fourth meeting of the Legislative Research Casion Transportation Finance
Committee following the 2000 Session of the GenAsslembly took place December 14, 2000
at 10:00 a.m. in Room 14250f the Legislative Buntgi

The Committee reviewed and discussed proposafstode in their final report to the
2001 General Assembly. The Committee directed stafbmplete preparation of a final report
based on their discussions.



APPENDIX A

CHAPTER 237
1999 Session Laws (1999 Session)

AN ACT TO APPROPRIATE FUNDS FOR CURRENT OPERATIONGAND CAPITAL
IMPROVEMENTS OF STATE DEPARTMENTS, INSTITUTIONS, AN AGENCIES, AND
FOR OTHER PURPOSES.

The General Assembly of North Carolina enacts:

Requested by: Representatives Crawford, Cole, HagteHardaway, Redwine, Senators Gulley,
Plyler, Perdue, Odom

BLUE RIBBON TRANSPORTATION FINANCE STUDY COMMISSION Section
27.2.(a) Commission Established. -- There is distedd a Blue Ribbon Transportation Finance
Study Commission.

Section 27.2.(b) Membership. -- The Commissioallshe composed of 15 members as
follows:

Q) Four members of the House of Representaippsinted by the Speaker
of the House of Representatives.

(2) Four members of the Senate appointed by tlesident Pro Tempore of the

Senate.

(3) Three members of the public appointed byGoeernor, none of whom shall be
State officials, and two of whom shall have exerin transportation matters.

(4) Two members of the public appointed by theedker of the House of
Representatives, one of whom shall be a municileeked official, and one of
whom shall have experience in business and tratemor matters.

(5) Two members of the public appointed by thesRlent Pro Tempore of the
Senate, one of whom shall be an elected countgialfiand one of whom shall
have experience in business and transportatiorersatt

Any persons appointed pursuant to Section 27.1%5.10f1998-212 shall continue as members
of this Study Commission.

Section 27.2.(c) Secretary of Transportationhe Tommission shall invite the Secretary of
Transportation to attend each meeting of the Comionisand encourage his participation in the
Commission's deliberations.

Section 27.2.(d) Duties of Commission. — The Cassion shall study the following matters
related to transportation finance:

(1) The Highway Trust Fund Act of 1989. -- Then@uission shall review the current
law and recommend any revisions that may be neggdsased on the 10-year
history of the fund and the current transportatieeds of the State.

(2) Current revenue sources. -- The Commissiaall seview all current revenue
sources that support State transportation progrants recommend changes,
additions, or deletions based on projected neeadbiéonext 25 years.

(3) Transportation system maintenance. -- The @msion shall review current
financing of transportation system maintenance amcbmmend changes to
accommodate maintenance of new construction amdased traffic volume.
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(4) Public transportation. -- The Commission shaWNaluate funding public
transportation with dedicated sources of funds. e TI€ommission's
recommendation shall include specific sources amduats of any dedicated
funds, if recommended.

(5) Highway Fund transfers. -- Transfers from tHghway Fund to other State
agencies, including whether or not those funds Waubre appropriately come
from the General Fund.

(6) Transportation spending. -- Proposals fos€parate funding allocations for roads
that impact large-scale economic development pi®jaacluding projects that
would create new industries, (i) separate fugdiliocations for major highways
that impact no fewer than two funding regions, &npgmethods to accommodate
these spending proposals in the equity formula.

(7) Other transportation financing issues. -- T@mnmission may study any other
transportation finance-related issue approved byctithairs or recommended by
the Secretary of Transportation and approved bydiebairs.

Section 27.2.(e) Vacancies. -- Any vacancy on @wmmmission shall be filled by the
appointing authority.

Section 27.2.(f) Cochairs. -- Cochairs of the @ussion shall be designated by the Speaker
of the House of Representatives and the PresidenT&mpore of the Senate from among their
respective appointees. The Commission shall nygan the call of the chairs. A quorum of the
Commission shall be eight members.

Section 27.2.(g) Expenses of Members. -- Memloérshe Commission shall receive per
diem, subsistence, and travel allowances in acocsavith G.S. 120-3.1, 138-5, or 138-6, as
appropriate.

Section 27.2.(h) Staff. -- Adequate staff shadl provided to the Commission by the
Legislative Services Office.

Section 27.2.(I) Consultants. -- The Commissia@ytire consultants to assist with the study.
Before expending any funds for a consultant, then@gssion shall report to the Joint Legislative
Commission on Governmental Operations on the ctarsutelected, the work products to be
provided by the consultant, and the cost of thetraoh including an itemization of the cost
components.

Section 27.2.()) Meetings During Legislative Sess-- The Commission may meet during a
regular or extra session of the General Assemhlyjest to approval of the Speaker of the House
of Representatives and the President Pro Tempdhe@enate.

Section 27.2.(k) Meeting Location. -- The Comnaasshall meet at various locations around
the State in order to promote greater public pigdioon in its deliberations. The Legislative
Services Commission shall grant adequate meetimgespo the Commission in the State
Legislative Building or the Legislative Office Bdihg.

Section 27.2.(I) Report. -- The Commission slglbmit an interim report to the Joint
Legislative Transportation Oversight Committee arbefore June 1, 2000. The Commission
shall submit a final report to the Joint LegislatiVransportation Oversight Committee by March
1, 2001. Upon the filing of its final report, tR@mmission shall terminate.
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TRANSPORTATION FINANCE COMMITTEE
1999-2001

FINDINGS

Meeting North Carolina’s Transportation Needs

North Carolina is spending $3.3 billion in FY2000e2 on its transportation programs,
including $1.5 on the Transportation ImprovemermtgPam (TIP) and $500 million on road
maintenance. For the eight years through FY20@8)q&d TIP spending is $11.2 billion and
maintenance spending will be $4 billion if fundiogntinues at current levels.

The Committee finds, however, that this level aérsiing is insufficient. After hearing
testimony from citizens, industry, and governmédfitials, the Committee finds that substantial
and pressing needs exist, beyond current and pedjéending levels, in all our modes of
transportation, including highway construction, manance, transit, and rail.

The Committee finds that additional transportatiorestment of over $1 billion per year will be
necessary to provide the infrastructure that vilidiva the State’s growth to continue at a rate that
we have come to take for granted but that is natajteed. While the Committee finds these
expenditures necessary, it recognizes that DOTdooot absorb these additional resources
immediately and that raising this level of addiabrevenue would be quite difficult.
Accordingly, this Committee makes the following@eunendations as a first phase in meeting
the needs detailed below.

The components of these needed and necessarymergstare described below and
summarized on page 11A.

1. Highways - Maintenance

DOT has identified and reported to the General Addg a large maintenance shortfall, growing
from a current annual level of about $300 milliorovver $500 million. The Trust Fund projects
have increased the need for maintenance, yet =sohave lagged far behind. The system is
deteriorating, while current projections for theghlivay Fund do not show increased availability
for maintenance spending. The Committee recommigradshe General Assembly provide
sufficient resources to eliminate the shortfaliiaintenance funding.

2. Additional TIP Construction (Post Year TIP)

Approximately $15 billion of projects have beenestred for the TIP but are not included in the
current draft TIP for 2002-2008. Many of these potg will eventually be included in the TIP
and will be completed in future years, but fundamgl completion remains uncertain at best for
many of these projects.



3. Highways — Interstate System

The interstate highways are the economic backbbtieedtate’s prosperity, but we found that
our investment in these roads is lagging far bebundneeds. Widening of all of 1-95 from
Virginia to South Carolina, and portions of I-7783, 1-40, and 1-26 is necessary over the next
few years but is not currently planned. DOT estamdhe total cost for these projects at $4.1
billion.

4. Highways — Bridges

Analysis by DOT using the Bridge Management Syspeagram indicates that about 3,400
bridge structures out of 17,000 in North Carolihatdd be replaced. This replacement need is
above and beyond current plans for replacement.

5. Highways — Trust Fund Projects

DOT'’s estimate of the cost to complete the Inttas&ystem is $6.3 billion and its estimate of
the cost to complete the loops is $2.3 billion,ddotal of $8.6 billion. Many of the individual
project cost estimates, however, are out-of-dateased on inadequate information. The actual
cost to complete the Trust Fund projects is notkno

6. Highways — Other

DOT has identified approximately $15 billion in jgots in thoroughfare plans for municipalities
around the state. These are projects that willdszled over the next twenty years but are
generally not included in the TIP or other conginurcplans. However, because many of the
larger municipalities are not covered in the sun@@T estimates that the actual cost of
completing projects identified in thoroughfare @amuld be as high as $30 billion. The
Committee is sensitive to the need for these ptejleat declines to make a specific funding
recommendation, given the long-term nature of #edrand lack of documentation.

7. Highways — Intelligent Transportation Systems (TS)
DOT has identified ITS as an important tool for mmaizing the use of existing road and street
capacity. ITS includes, among other techniquesdemnt management and rerouting.

8. Public Transportation, including Regional Ralil

North Carolina spends less than three percens afahsportation budget on public
transportation and rail. In addition, of the $80@ion available in North Carolina for flexible
transfer from federal highway programs to transifgxts, less than $10 million or 1.2% has
been used since 1992. The national average is 8. 86%h Carolina ranked 38n the nation on
that measure. In 1998, Governor Huritransit 2001 Committee reported that the state should
be spending a minimum of an additional $100 miléamually. State financial needs for regional
rail, a growing component of the State’s publicsjgortation effort, are driven by the plans of
the Triangle Transit Authority (TTA), Charlotte-Mdenburg, and the Triad. While TTA is well
along in its financial planning, Charlotte and fread are earlier in the process. Generally, the
federal government is expected to pay fifty peradribe cost of these new starts, while local
and State government each pay twenty-five pert®htle the actual timing of
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requirements depends on the speed of the desigesg@and the availability of federal funding,
it is clear that major funding will be needed frtime State in the period after FY2008. The
Committee recommends that the State commit to ginogithe 25 percent share of regional rail
costs as they are needed. The current projecticih®®e needs are shown in the table.

9. Passenger Rall

State financial needs for passenger rail are dipyetme need to match federal funds, which are
uncertain. DOT has identified $50 million as anrappiate additional amount to supplement the
State’s current spending.

10. Other Modes — Aviation, Ferry, Bicycle

In a study for the Rural Prosperity Task Force, D@antified $55 million per year as the
additional funding needed in these areas.

11-



Transportation Finance Committee
Meeting North Carolina’s Transportation Needs
(million $)
2001-02 2002-03  2003-04  2004-05 2005-06 2006-07 2007-08

Highway
1. Maintenance $300 $340 $370 $410 $450 $490 $530
DOT's estimate of shortfall based
on current spending levels.
2. Additional TIP Construction $200 $200 $200 $200 $200 $200 $200
$15 billion of projects that have been
screened but are not in the draft TIP
3. Interstate Widening - $4.1 billion $200 $200 $200 $200 $200 $200 $200
1-95 and parts of I-77, 1-85, 1-40,
and 1-26 over twenty years.
4, Bridge Replacement - $2.8 billion $140 $140 $140 $140 $140 $140 $140
Assumes replacement of 3400 structures over 20 years.
5.Trust Fund Projects ???
Cost estimates for many Trust Fund
projects are out-of-date.
6. Other - $30 billion
Estimated by DOT from municipal
thoroughfare plans.
7. Intelligent Transportation Systems $45 $45 $45 $45 $45 $45 $45
Incident management, etc.

Transit, Rail, and Other
8. Public Transportation (includes Regional Rail) $100 $100 $100 $100 $100 $100 $100
Estimate based on Transit 2001
Regional Rail (Cash - State Share)

TTA $15 $13 $19 $71 $50 $25 $37
Charlotte-Mecklenburg $8 $22 $33 $20 $13 ? ?
Triad ???

Current estimates from DOT and the transit agencies.
Charlotte costs could be five times as high as TTA.

10. Passenger Rail $50 $50 $50 $50 $50 $50 $50
Current estimates from DOT.
11. Other Modes - Aviation, Ferry, Bicycle $55 $55 $55 $55 $55 $55 $55
DOT estimate in report to Rural Prosperity Task Force

Total $1,090 $1,130 $1,160 $1,200 $1,240 $1,280 $1,320
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TRANSPORTATION FINANCE COMMITTEE
1999-2001

OPERATIONAL AND ADMINISTRATIVE PROPOSALS

The following measures are recommended to strengthd enhance operations of the
Department of Transportation and to ensure the effistent use of existing resources:

1. DOT Study of Access Management

The Committee recommends that the Department afspartation study the issue of
management of access to the State’s highways. pastaf its study, the Department shall
review current law, rules and policy governing dmay permits and other forms of access to the
State’s roads. The Department shall consult withrested parties, including representatives of
local governments and the business community,arctiurse of its study. The Department shall
report its findings and any recommended chang#set&tate’s current access management laws,
rules, and policies to the Joint Legislative Traggtion Oversight Committee by November 1,
2001.

2. Project Development TIP

The Committee recommends the establishment gbarate Project Development TIP in
addition to the TIP required under G.S. 143B-3%8¢e purpose of the Project Development TIP
is to insure that the State has enough projectsnuohel/elopment to fully utilize, in the most
expeditious manner, all resources available tordugh State and federal funds. The Project
Development TIP shall include projects identifigdtbe Department as future needs not
included in the TIP. The Department may initigd@@priate preliminary design, engineering,
and environmental and other permitting processgz@jects in the Project Development TIP.
Statutes affected: G.S.143B-350

3. Division Construction Program

The Committee recommends the establishment olveDiveision Construction Program
as part of DOT’s ongoing efforts to decentralizemions. This program would authorize each
division engineer to design and construct needeal $ocal transportation projects of less than
$500,000. The program would be funded by an apfat@n from the Highway Fund of $2
million per Division, for a total of $28 million peear.
Statutes affected: G.S. 136-11.1, new G.S. 136-11.2

4. Add Interstate Projects to the Highway Trust Furd

The Committee recommends that all Interstate haglsvthat are not already listed as
projects to be funded from the Highway Trust Fuedadded as Trust Fund eligible projects.
These roads would not be subject to the distrilbbuibomula for each funding region. Interstates
added to the Highway Trust fund would be fundedh®yrevenue made available from the

-12-



elimination of the transfer of funds from the HiglmvTrust Fund to the General Fund.
Statutes affected: G.S. 136-17.2A, Article 14 oafter 136, G.S. 105-187.9

5. GARVEE Study Provision

The Committee recommends that the Department afspartation study the issue of
Grant Anticipation Revenue Vehicles, commonly knagtGARVEE” bonds. The Department,
in consultation with the Office of the State Treasushall identify specific projects that would
be appropriate for GARVEE bond financing, and deped specific plan for implementing
GARVEE bond financing and construction of thosggxuts. The Department shall report its
findings and recommendations to the Joint Legigtaliransportation Oversight Committee by
November 1, 2001.

6. Environmental Streamlining Resolution

The Committee, by resolution, expresses its sugpothe efforts of DOT and DENR to
streamline the environmental permitting proceshfghway construction projects. As a part of
this process, the Department has been chosenikd &lporatory by the Federal Highway
Administration to demonstrate effective and efiitigntegration of transportation and
environmental decision-making. The Committee comaisehese efforts, and urges the
Department leadership to continue all its effostsniake the environmental permitting process
more rapid and efficient.

7. Global TransPark —Distribution of Highway Funds

The Committee recommends that the Board of Tratesjpan study the issue of
distribution of construction funds in the GlobakiisPark region, with the goal of insuring a fair
and equitable contribution of funds from all comnti@s and Transportation Divisions in the
region. The Board shall report its findings ancbramendations to the Joint Legislative
Transportation Oversight Committee by November0D12

8. DOT Evaluation of Toll Roads
The Committee supports DOT'’s current efforts taleate toll roads, as required by S.L.
2000-415.

9. DOT to Begin Design-Build Projects

The Committee recommends that DOT initiate twodaagd two small (under $10
million) design-build construction projects and egto the Joint Transportation Oversight
Committee by October 1, 2001 on its experiencepaliminary analysis of the costs and
benefits of this method of construction.
Statutes affected: G.S. 136-28.1())

10. Local Funding of Transportation Needs

The Committee recommends that the General Asseemiallgle cities, counties, or
regions, as appropriate, to raise revenue for p@mation related purposes from one or more
sources, so that local governments can choosayogpiore substantial role in funding the
State’s transportation needs.

-13-



TRANSPORTATION FINANCE COMMITTEE
1999-2001

RECOMMENDED FINANCIAL PACKAGE TOMEET
TRANSPORTATION NEEDS

The following measures are recommended to providdepartment of Transportation with
more adequate revenues to meet our critical sicapemrities of preserving our transportation
infrastructure and improving mobility:

A. Maintaining Infrastructure

One of the State’s highest priorities is maintaining the existing infrastructure and protecting the
State’s investment in roads and highways. To this end, the Transportation Finance Study
Committee recommends that the State correct the $300 million annual maintenance gap by
increasing Highway Fund maintenance expenditures by $240 million annually and Highway
Trust Fund maintenance expenditures by $60 million annually, as follows:

1. Increase annual maintenance funding in the Highwayrund by $240 million.
This money would be used for maintenance and cameaurfacing. Before the Department
could access these funds, it would report to tlret legislative Transportation Oversight
Committee on its plan for using the funds to adsl®site maintenance problems.

Funding Sources

Increase Vehicle Registration fees to adjust for iitation. $140 million
Registration fees were last increased in 1983tHmugeneral price level has approximately
doubled since that time and North Carolina’s curxehicle registration fee structure puts it
generally in the bottom 20% of the states. The Cdatamrecommends that, in recognition of
past inflation, the annual registration fee foraagenger vehicle should increase from $20 to
$40. In the future, these fees should be adjusttzheatically every four years to account for
future inflation.

Increase the motor fuels tax by 2 cents per gallon. $100 million
The motor fuels tax is the major support of thehirgy Fund but its recent and forecasted
growth is slower than the growth in maintenance @thér needs. The motor fuels tax is 17.5
cents, plus 3.5 cents or 7% of the wholesale pwtéchever is greater. Currently, the tax is
23.1 cents per gallon. It is proposed here thatahde changed to 19.5 cents, plus 3.5 cents
per gallon or 7% of the wholesale price, whichaseagreater. North Carolina’s fuel tax is
generally higher than that of other southern stagftecting the fact that the state has about
79,000 miles of state-maintained roads, essentialfiywith Texas for the largest state-
maintained road system in the nation. Virginia neims about 57,000 miles of road and
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South Carolina maintains about 42,000 miles. Cansitrg and maintaining the
transportation infrastructure has primarily beestade, not a local, responsibility in North
Carolina, whereas in many other states local gowems make a significant financial
contribution to road building and maintenance.

Cap the transfers from the Highway Fund to the Genel Fund at current spending

levels.

Highway Fund support for the General Fund and Geriamd agencies such as the Highway
Patrol, Department of Public Instruction, the Déypeent of Revenue, Health and Human
Services, and the Leaking Underground Storage Fankl would be frozen at current levels.
Although freezing Highway Fund support for thesegopams would have no immediate
impact on transportation programs, it would saver @20 million per year after five years.
These savings would help DOT better meet its maartee obligations.

. Use $60 million of Highway Trust Fund dollars to méantain Highway Trust Fund
projects.

Although projects constructed by the Highway Tiraghd legislation require maintenance
resources, maintenance of those highways is cilyréna responsibility of the Highway
Fund. This means, in effect, that there is littléd real funding to maintain Trust Fund
projects. This action would provide an addition@0$nillion from the Highway Trust Fund
for the maintenance effort.

Funding Sources

This change would be funded by:
* Reducing by $60 million the transfer from the HigtywT rust Fund to the Highway
Fund, and
* Funding federal aid match from the Highway Fund.

Currently, money to match federal aid is transffrem the Highway Trust Fund to the
Highway Fund. Reducing these transfers by $60 onillvill enable the Highway Trust Fund
to meet its maintenance obligations. To allowHighway Fund to pick up the federal
match requirement, the following fees and penaitiesld be increased to adjust for past
inflation. In the future, they should be adjustetbanatically every four years to account for
future inflation.

Truck License Fees and International Registration Pogram Fees $30 million

Driver’s License Fees $10 million
Other fees and penalties $20 million
Total $60 million

Truck license fees and International RegistratimgRam fees currently range from $.46 per
hundred pounds for the smallest trucks (up to 4ffifhds) to $1.20 per hundred pounds for
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the largest trucks. These fees were last chang&898 and would be increased to reflect
inflation since that time.

The yearly cost of a Driver’s License would increé®m $2.50 to $3.00, or to $15.00 every
five years. The cost of driver records would insee&rom the current $5 and $7 to $7 and
$10. (The total revenues from increasing drivacerse fees are $22 million. The remaining
$12 million is shown in Recommendation 3 below.)

Other fees and penalties include miscellaneoustragion fees and fees for financial
security restoration, lien recording, dealers amshafiacturers, motor carriers, and penalties
for oversize/overweight trucks.

B. Congestion Relief and Safety Improvements on S&Highways

Another high priority for the State is addressing tongestion on State highways where traffic
exceeds our highway capacity. The State needs Inigingvay infrastructure to relieve this
congestion and to address the safety concerngrdiffat poses. To address congestion relief and
needed safety improvements, the Transportatiomem&ommittee makes the following
recommendations:

3. Establish a $150 million State Construction Progranin the Highway Fund. This fund
would supplement construction funding provided iy Highway Trust Fund by restoring a
state construction program in the Highway Fund. Department could use this funding for
a variety of construction programs, including matghfederal aid, funding a Division level
construction program, and other construction needs.

Funding Sources

One half of revenues from increasing the Highway WsTax $100 million
Remaining funds from increasing Driver’s License fes $ 12 million
Eliminate transfer from Highway Fund to Highway Tru st

Fund $ 38 million
Total $150 million

The Highway Use Tax would be raised from the curB&a to 4%, for a total revenue
increase of $200 million. Half of that amount woblel used for the State Construction
Program in the Highway Fund and the other half wWdad used for public transportation (see
Recommendation 6 below). North Carolina leviesHighway Use Tax on the retail price

of all motor vehicles sold and registered in tlaestThere is a maximum tax of $1500
($1000 for commercial vehicles) and the retail @€ the vehicle is the net price after trade.
Tax rates among southern states range from 2%ahakha to 6.25% in Texas. North
Carolina’s current tax is near the low end for tirisup of states. Of the nation’s twelve
largest states, North Carolina has the lowest tax.
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The remaining $12 million available from increasbver’s License fees would also be
used for this construction program.

Finally, eliminating the $38 million transfer frothe Highway Fund to the Highway Trust
Fund would provide additional funding. This tragrsivas originally created to help fund the
Highway Trust Fund. It was based on the ideadbahe Highway Fund paid off its bond
debt, the debt service payments could be directdlaet Highway Trust Fund. This transfer
has been eliminated for the past several yeatsiBtidget Bill. The Committee
recommends eliminating it permanently to allow &iddal construction to be funded from
the Highway Fund. The loss of this $38 milliorthe Highway Trust Fund would be made
up by beginning the phase out of the current $1ifllomtransfer from the Highway Trust
Fund to the General Fund, as shown in Recommemdétio®low.

4. Phase out the $170 million transfer from the Highwsg Trust Fund to the General Fund
over five years.
Phasing out this transfer over five years, begigmiith a reduction of $38 million in the first
year, would yield $170 million per year after fiyears for additional Highway Trust Fund
construction. The first $38 million of this phaset would replace the $38 million in
Recommendation 3 above. The funds remaining flosnphase-out ($132 million) would
fund new Interstate projects as described beloReocommendation 5.

5. Fund Additional Interstate Projects with the Highway Trust Fund
As discussed in Recommendation 4, the phase-outust Fund transfers to the General
Fund would eventually yield an additional $132 oiil for new Interstate projects. Adding
Interstate projects to the Highway Trust Fund wase discussed as Recommendation 4 in
the Operational and Administrative Proposals sactio

C. Enhanced Mobility, Safety and Congestion Reliefhrough Strengthened Public Transit

and Rail Options

6. Fund $100 million Public Transportation Trust Fund.
North Carolina spends less than three percens afahsportation budget on public
transportation and rail. Additional funds are nekfte the state share of regional rail in the
Triangle, Charlotte-Mecklenburg, and the Triadntatch federal funds for high speed rail;
and to provide increased support for public transion in urban and rural areas to ensure
adequate mobility for the state’s citizens. Essdshent of the Public Transportation Trust
Fund would fund public transportation at a levahooensurate with the amounts
recommended in th&ransit 2001 report and would ensure the dependability andistersy
of revenues that is as important for public tramsgimn as it is for highway construction.

Revenue Sources
One half of revenues from increase in Highway Useak $100 million
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Transportation Finance Study Commission - Recommended Package

($ Millions)
] Fund
Maintaining Infrastructure FY 2001-02| Affected
1 Increase Annual Maintenance Funding 240 | Highway
Fund (HF)
Funding Sources
Increase vehicle registration fees 140
Increase fuel tax by 2 cents per gallon 100
240
2 Allow Highway Trust Fund to Maintain Highway Trust 60 | Highway
Fund Projects Trust
Fund (HTF)
Funding Source
Reduce transfers from HTF to HF; create program
to match federal aid; increase fees for truck
licenses, IRP, driver licenses, and other fees. 60
Congestion Relief and Safety Improvements on Highways
3 Establish $150 Million Construction Program in Highway 150 | Highway
Fund Fund
Funding Sources
1/2% increase in use tax $100
Driver Licenses $12
Eliminate $38 million transfer from HF to HTF.
In turn, replace the $38 million in the HTF by
phasing out the $170 million transfer from the
HTF to the GF. $38
$150
5 Fund Additional Interstate Projects with the Highway - Highway
Trust Fund Trust
Fund
Funding Sources
Funding would be phased in as $170 million in Trust Fund
transfers to the General Fund were phased out. The first
$38 million of this phase-out would go to the Highway
Fund for item 3 above. The remaining $132 million would
be available for these additional Interstate projects.
Enhanced Mobility Through Public Transportation and Rail
Public
6 Fund $100 Million Public Transportation Trust Fund 100 | Transport.
Trust
Funding Source Fund
1/2% increase in use tax $100
Total first year package 550
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ADDENDUM

|. DOT Efficiency Study
The Committee recommends that the Department afSp@rtation, in consultation with the
Joint Legislative Transportation Oversight Comneaifteonduct an efficiency study of the
Department's construction process. As a parsdtidy, the Department shall:
1. Develop recommendations, in consultation witthe@ivision Engineer, of
methods to complete projects in a more efficient ewst effective manner.
2. Identify methods to streamline the construcpoocess, so that it is more
efficient and effective.
3. Reevaluate the inflation factors used in theettgyment of the Transportation
Improvement Program, and develop a more preciskoddb utilize these
inflation factors in calculating project cost esdit®s.
4. Examine the process of right-of-way acquisitiamg develop
recommendations to improve the cost effectivenadsefficiency of the process.
5. Evaluate the amount the Department is spendiregdministration, recommend
areas where costs could be reduced, and determiagpaopriate percentage
level at which administrative costs could be lirdite
6. Determine additional specific projects that Brepartment could complete
using the design build process, and projectedsashgs from using the design
build process.
7. Recommend areas that the Department could signify increase it use of
outsourcing to expedite permitting, planning, eegiting and inspections, and
identify cost saving from use of additional outsoog.
8. Investigate and recommend a framework for corsimsng a 20 year long
range study by a qualified consultant of the Sf{atahsportation needs.
The Department shall report its findings and recemdations to the Joint Legislative
Transportation Oversight Committee by November0D12

Il. Require Annual Active TIP Project Progress Repat

In addition, the Committee recommends that the BiepEnt be directed to report to the General
Assembly, on an annual basis, the progress otalleaTIP projects. This report should include
any delays or other problems identified in the py®ar on each active project, including
environmental and other permitting delays, andetitanated cost of those delays.
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MINORITY REPORT

Submitted by Representative Luebke:

1.

2.

There has been insufficient communication and daatibn
between the Transportation Finance Committee am&thart
Growth Commission. In fact, one could argue thatgbals of the
two groups are in some ways contradictory.

According to the Brookings Institution report (pad®
commissioned by the Z. Smith Reynolds FoundatiortHfe Smart
Growth Commission, further construction of outeygs is likely
to worsen suburban sprawl. Consequently, increfseting for
metropolitan transit needs, statewide road maimesaand
statewide road improvement would be more consistéhtthe
findings of the Brookings Report than continueddung of loop
construction.

The Raleigh, Charlotte, and Greensboro loops shaeijohased
out immediately, and the money saved should béoczded as
suggested in number 2 above. If this phaseouttiteasible, the
number of interchanges on each of these loops dhieuteduced
and the money saved reallocated.
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